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October 26, 2011 

 

 

The Honorable Geoff Davis 

Subcommittee on Human Resources Chairman 

Committee on Ways and Means 

U.S. House of Representatives 

Washington, DC 20515 

 

Dear Representative Davis: 

 

My response to the House Ways and Means Human Resources Committee Testimony Questions, 

as outlined in your letter dated October 13, 2011 are below. 

 

 Question 1: 

 

  The Administration projects unemployment will remain high well into 2013, 

  yet they only propose temporary programs and funding. 

 

  Even when the unemployment rate does come down, tens of millions of people 

  will be laid off each year, and millions will be unemployed and collecting 

  benefits at any moment in time. 

 

  There seems to be common ground about helping the long-term unemployed 

  return to work. My question is – should we build on this common ground and 

  make some permanent, rather than just temporary, reforms to help the short  

  and long-term unemployed be more successful at returning to work in the 

  years to come? 

 

 Answer 1: 

 

States need to make intensive reemployment services a core activity for the 

unemployed who are filing claims.  Too often, all focus is placed upon actions 

relating to the need to increase the UI Trust Fund levels in order to continue to 

pay benefits. While this is indeed critical, it is equally critical that we invest at 

least the same level of effort in getting claimants back to work. While each state is 

different, by virtue of the fact that there remains a fairly large number of unfilled 

open jobs in the United States, it can be deduced that by better preparing UI 

claimants for rapid re-entry into the workforce, we would benefit claimants, 

employers, and state UI Trust Funds. 

 

 

 



 

 

The Honorable Geoff Davis 

October 26, 2011 

Page 2 

 

It is critical to recognize that initiating targeted reemployment services for UI 

claimants shortly after separation from employment has been proven to help get 

claimants back to work sooner.  This timelier reemployment provides great  

economic benefit to both claimants and employers.  Conversely, the lack of 

reemployment services during the early stages of unemployment increases the 

duration and costs of unemployment to these same two groups.  The USDOL has 

had a focus on reemployment for several years with their Reemployment 

Eligibility Assessment (REA) program.  One of the keys to success of the REA 

program has been the fact that each participating state has the power to design and 

administer the REA program with the needs of the state’s workforce and 

employer base at the core of the program.  REA has taken us outside of the box of 

one-size-fits all, and has allowed states to target activities to their specific needs. 

 

The difficulty that has been encountered with the REA program is that it has been 

funded on a year-by-year application basis. REA lacks assurances of 

sustainability as a long term program as it relates to program funding.  Based on 

our successes associated with the REA program in North Dakota, this program 

should be funded on a consistent ongoing basis.  Some may argue that other 

funding sources exist to accomplish the critical functions of the REA program, 

however, the other funding streams often referred to as options for supplementing 

reemployment services have had flat to declining funding and are inadequate to 

meet the need.  Wagner Peyser, which is the basis for the labor exchange program 

with universal access, has been flat funded for 30 years.  For a minimally funded 

state such as North Dakota, this has not been adequate to meet inflationary cost 

increases to deliver basic universal services much less targeted reemployment 

services to UI claimants.  

 

The Workforce Investment Act (WIA), which can provide core, intensive and 

training services to assist targeted populations to achieve self sustaining 

employment, has been cut time after time with upcoming reductions again being 

considered by the US House of Representatives.  The current WIA cuts being 

considered would force the closure of many One-Stop Career Centers which are 

integral to the provision of reemployment services.  Importantly, funding for 

unemployment administration does not extend to reemployment services.  

 

The Unemployment Insurance (UI) system as designed is very effective in 

efficiently providing timely, short-term monetary assistance to individuals who 

become unemployed through no fault of their own.  The functionality of the 

program as a safety net, both for workers and employers, has been refined over 

time, and is driven in large part by state specific laws relating to eligibility 

requirements and employer premiums.   

 

Much debate could be and has occurred in relation to the UI program, with a 

major focus being applied to the topics of extensions of UI benefits, expanded  
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claimant eligibility, and the strength and design of state UI Trust Funds.  

Discussion of these items is important, and North Dakota carefully considers 

these topics continually to ensure the continued equitable, cost effective operation  

of the UI program in our state.  However, as important as these items are, we 

recognize that the true success of our program is not based solely on paying a  

monetary benefit to an individual.  If our only goal was to provide a weekly 

payment to claimants, without ever trying to assist them in becoming rapidly 

reemployed, we would do a disservice to the claimants and employers of our 

state.  Under this scenario, we inadvertently create a risk to our UI Trust Fund, 

and subsequently create an environment in which increases in employer tax rates 

is common. To this end, North Dakota has placed a more intensive effort upon 

reemployment services. 

 

In summary, ongoing adequate funding for flexible reemployment services which 

are designed by the states and delivered to meet local economic needs would 

serve to reduce costs and facilitate rapid reemployment of more UI claimants. 

This would allow states to respond quickly and provide targeted reemployment 

services. 

 

 Question 2: 

 

  Knowing that we are short on cash, what would be the most effective low-cost 

  measures we could take to help States get unemployed individuals back to 

  work quickly? 

 

 Answer 2: 

 

Long term permanent funding for flexible state-designed reemployment services 

is a key to getting unemployed individuals back to work quickly.  While this 

could take many forms, the most efficient and low cost method would be to make 

the REA program a permanent fixture of the UI program.  North Dakota has 

participated in the REA program since its inception in 2005, and there is solid 

evidence to support the fact that REA participants return to work much more 

rapidly than those individuals who were not able to participate in the program.   

 

REA does require an investment of staff time, which ultimately means there is a 

monetary cost to the program.  However, the cost of providing REA services to 

claimants is greatly offset by the reduction in benefit payments made to these 

individuals.  Assuming an individual was unemployed long enough to require 

three separate REA sessions with a state staff member, the overall cost of 

providing these services to the individual remains under $200.  However, the 

return on investment is tremendous.  In North Dakota, we have found that those 

claimants who participate in the REA program are unemployed for a duration that  
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is four weeks shorter than those who have not been able to participate.  This 

reduced duration results in a benefit savings of over $1200 per claimant.  As REA 

services are provided to more individuals, the return on investment grows 

proportionately.  

 

The success of state designed reemployment services, such as REA, is a proven 

and cost effective method for getting individuals back to work quickly.  In 

contrast, funding reemployment initiatives on a one-size-fits-all basis can easily  

miss the cost savings states that can achieve with flexible funding that can be 

tailored for unique targeted needs.   

 

Sincerely, 

S 

Maren L. Daley 

Executive Director 

Job Service North Dakota 

 







 
 

Responses	  to	  Chairman	  Davis’	  questions	  
to	  Don	  Peitersen	  regarding	  his	  testimony	  before	  the	  

Subcommittee	  on	  Human	  Resources	  –	  October	  6,	  2011	  
	  

	  
	  

1.	   The	   Administration	   projects	   unemployment	   will	   remain	   high	   well	   into	  
2013,	  yet	  they	  only	  propose	  temporary	  programs	  and	  funding.	  
	  
Even	  when	  the	  unemployment	  rate	  does	  come	  down,	  tens	  of	  millions	  of	  people	  
will	   be	   laid	   off	   each	   year,	   and	   millions	   will	   be	   unemployed	   and	   collecting	  
benefits	  at	  any	  moment	  in	  time.	  
	  
There	   seems	   to	   be	   a	   common	   ground	   about	   helping	   the	   long-‐term	  
unemployment	   return	   to	   work.	   	   My	   question	   is	   –	   should	   we	   build	   on	   this	  
common	   ground	   and	   make	   some	   permanent,	   rather	   than	   just	   temporary,	  
reforms	   to	   help	   the	   short	   and	   long-‐term	   unemployed	   be	   more	   successful	   at	  
returning	  to	  work	  in	  the	  years	  to	  come?	  

	  
RESPONSE:	  	  	  
With	   almost	   40	   years	   in	   this	   nation’s	   unemployment	   insurance	   and	   workforce	   programs,	   I	  
strongly	   support	   making	   permanent	   changes.	   	   Temporary	   solutions	   have	   tended	   to	   be	  
complicated,	   ill-‐timed	   and	   confusing	   to	   claimants,	   employers	   and	   those	   who	   administer	   the	  
programs,	   because	   they	   cannot	   depend	  on	   stability	   in	   the	   changes	   and	   therefore	   are	   slow	   to	  
embrace	  or	  adopt	  them.	  	  Temporary	  programs,	  especially	  during	  times	  of	  economic	  crises,	  also	  
often	   only	   put	   a	   band-‐aid	   over	   the	   underlying	   problems.	   	   	   In	   time,	   the	   band-‐aid	   has	   to	   be	  
removed	  but	  the	  wound	  remains.	  	  	  
	  
Most	  importantly,	  if	  a	  change	  is	  a	  good	  and	  needed	  change,	  it	  should	  be	  made	  permanent.	  	  For	  
example,	  consider	  this	  question:	  	  In	  what	  recent	  year	  were	  2.85	  million	  UI	  claimants	  exhausting	  
all	  of	  their	  regular	  UI	  claims	  and	  becoming	  long	  term	  unemployed:	  2007,	  ‘08,	  ‘09,	  ‘10	  or	  ‘11?	  	  It’s	  
a	  trick	  question.	  	  It	  was	  2005	  -‐	  before	  the	  recession	  -‐	  when	  2.85	  million	  (35.9%)	  of	  UI	  claimants	  
exhausted	   their	   claims.	   	   From	   mid-‐year	   2010	   to	   2011	   the	   same	   data	   showed	   5.4	   million	  
exhaustees.	  	  Recession	  years	  undoubtedly	  raise	  the	  number	  of	  our	  long	  term	  unemployed,	  but	  
does	  that	  mean	  we	  should	  ignore	  the	  millions	  who	  are	  stuck	  unemployed	  in	  the	  good	  years.	  	  The	  
mark	  of	  a	  great	  program	  is	  one	  that	  serves	  job	  seekers	  well	   in	  all	  economies.	   	  This	   is	  a	  perfect	  
time	   to	  make	   that	   lasting	   change	  and	  develop	  a	   foundation	   that	   stands	   strong	  when	  we	  next	  
find	  ourselves	  in	  difficult	  times.	  	  

	  
	  

2.	   Knowing	   that	  we	   are	   short	   on	   cash,	  what	  would	   be	   the	  most	   effective	  
low-‐cost	   measures	   we	   could	   take	   to	   help	   States	   get	   unemployed	   individuals	  
back	  to	  work	  quickly?	  
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RESPONSE:	  	  	  
Over	   the	   past	   decade,	   we	   have	   had	   numerous	   conversations	  with	   state	   agencies	   about	   their	  
attempts	  to	  improve	  reemployment	  of	  UI	  claimants.	  	  A	  common	  theme	  from	  them	  is	  the	  need	  
to	   have	   more	   flexibility	   to	   be	   innovative	   in	   the	   development	   of	   programs	   and	   in	   the	   use	   of	  
funding.	   	  Programs	  such	  as	  TANF	  and	  the	  Workforce	   Investment	  Act	   include	  waiver	  options	  to	  
allow	  innovation,	  but	  the	  Unemployment	  Insurance	  program	  does	  not	  have	  that	  flexibility.	  	  	  
	  
Such	  flexibility	  should	  contain	  a	  requirement	  that	  any	  proposal	  be	  reviewed	  for	  fiscal	  impact	  to	  
determine	   if	   it	   would	   improve	   reemployment	   and	   reduce	   claims	   sufficiently	   to	   pay	   for	   the	  
proposed	   program.	   	   In	   other	   words,	   any	   proposal	   must	   provide	   an	   acceptable	   “Return	   on	  
Investment”	  prior	  to	  approval	  by	  US	  DOL.	  
	  
Additionally,	  states	  should	  be	  required	  to	  establish	  clear	  and	  meaningful	  program	  performance	  
measures	  that	  reflect	  the	  needs	  of	  their	  states’	  employers	  and	  job	  seekers.	  	  	  
	  
	  

	   3.	   You	   reference	   the	   cost	   effectiveness	   of	   engaging	   UI	   recipients	   in	  
programs	  such	  as	   the	  proposed	  Bridge	   to	  Work	  program.	   	  The	  Administration	  
proposes	  billions	  of	  additional	  temporary	  funds	  for	  such	  efforts	  –	  on	  top	  of	  the	  
$44	  billion	  cost	  of	  extending	  unemployment	  benefits	  for	  the	  10th	  time.	  

	  
You	  noted	  the	  wage	  subsidy	   is	   less	  expensive	  that	  paying	  benefits	   in	  the	  end.	  	  
Should	  States	  be	  given	   flexibility	  over	  all	   extended	  benefit	   funds,	   rather	   than	  
over	  just	  additional	  temporary	  funds	  the	  Administration	  is	  proposing,	  to	  place	  
unemployed	  persons	  in	  wage	  subsidy	  programs?	  	  	  If	  States	  could	  help	  the	  long-‐
term	  unemployed	  get	  training	  that	  helps	  them	  get	  off	  benefits	  faster,	  wouldn’t	  
it	  be	  better	  for	  everyone?	  
	  
RESPONSE:	  	  	  
Yes,	   states	   should	  be	  given	  options	   for	   implementing	  wage	   subsidy	  programs	   for	  all	   extended	  
benefits	   programs.	   	   They	   should	   also	   be	   given	   the	   same	   options	   for	   regular	   state	  UI	   benefits	  
programs	   so	   they	   help	   claimants	   avoid	   long	   term	   spells	   of	   unemployment	   and	   the	   need	   to	  
claims	  extended	  benefits.	  	  Such	  wage	  subsidy	  programs	  should	  be	  developed	  properly	  with	  well-‐
targeted	   recipients,	   meaningful	   state	   specific	   performance	   measures	   and	   a	   tightly	   calculated	  
return	  on	  investment.	  
	  
Not	   all	   claimants	   look	   the	   same.	   	   Some	   have	   skills	   and	   experience	   and	   are	   looking	   for	  work,	  
some	  need	  to	  obtain	  training	  and/or	  education	  and	  other	  can	  benefit	   from	  learning	  a	  new	  job	  
while	  being	  employment	  with	  a	  new	  employer.	  	  The	  key	  is	  that	  the	  states	  need	  the	  flexibility	  to	  
develop	  a	  portfolio	  of	  solutions	  for	  the	  employer	  and	  job	  seeker	  that	  meet	  the	  unique	  needs	  of	  
their	  state.	  	  In	  large	  part,	  our	  current	  system	  is	  a	  “one	  size	  fits	  all”	  approach.	  	  And,	  with	  half	  of	  all	  
claimants	  exhausting	  their	  claims	  and	  trust	  funds	  going	  broke,	  it	  is	  failing.	  
	  
	  
4.	   Would	   you	  please	   explain	   the	  major	   differences	   between	  how	  Georgia	  
Works	   functioned	   and	  what	   the	   Administration	   is	   proposing	   in	   its	   “Bridge	   to	  
Work”	  program?	  	  Will	  those	  changes	  make	  the	  program	  the	  Administration	  has	  
proposed	  more	  or	   less	   likely	  to	  actually	  help	  people	  return	  to	  work?	   	  How	  do	  
you	  expect	  employers	  will	  respond	  to	  the	  Administration’s	  proposed	  changes?	  
	  



RESPONSE:	  	  	  
There	   are	   two	   significant	   differences	   between	   Georgia	   Works	   and	   the	   “Bridge	   to	   Work”	  
proposal.	   	  The	   first	   is	   that	  “Bridge	   to	  Work”	  contains	  a	  mandate	   that	   requires	  an	  employer	   to	  
hire	   the	   trainee	   within	   24	   weeks	   of	   program	   participation.	   	   Such	   a	  mandate	   has	   not	   been	   a	  
requirement	  in	  Georgia	  Works	  or	  any	  other	  unemployment	  insurance	  wage	  subsidy	  program	  of	  
which	  we	  are	  aware.	  	  	  
	  
The	  use	  of	  the	  hiring	  mandate	  in	  “Bridge	  to	  Work”	  implies	  a	  concern	  about	  employer	  abuse	  of	  
the	   program	   and/or	   a	   desire	   to	   guarantee	   program	   performance.	   	   Our	   program	   experience	  
shows	   that	   states	   have	   not	   had	   any	   discernable	   problems	  with	   employer	   abuse.	   	   States	   have	  
developed	   their	   own	   effective	   procedures	   to	   identify	   any	   potential	   abuse	  without	   a	   one-‐size-‐
fits-‐all	  mandate.	   	  Mandates	  appear	  to	  have	  little	   intended	  effect.	   	  Due	  to	  the	  costs	   invested	  in	  
training	   an	   individual	   	   and	   the	   relatively	   small	   subsidy,	   valued	   at	   just	   $2,400,	   employers	   have	  
little	  to	  gain	  by	  gaming	  the	  system	  and	  much	  more	  to	  lose	  by	  hiring	  the	  wrong	  employees.	  
	  
A	   second	   significant	   difference	   between	  Georgia	  Works	   and	   Bridge	   to	  Work	   is	   that	   the	   latter	  
splits	   a	   trainee’s	   income	   (where	   necessary	   due	   to	  minimum	  wage	   requirements)	   between	  UI	  
benefits	  and	  employer	  pay.	  	  Georgia	  Works	  used	  normal	  UI	  benefit	  checks	  as	  the	  only	  source	  of	  
income	  for	  the	  participant.	  	  In	  traditional	  wage	  subsidy	  programs,	  the	  income	  comes	  solely	  from	  
the	  employer	  who	  is	  reimbursed	  by	  the	  state.	  
	  
Bridge	   to	  Work’s	   split	   of	   trainee	   income	  may	   unnecessarily	   complicate	   administration	   of	   the	  
program	  and	  undermine	  the	  desired	  end	  result.	  	  The	  split	  funding	  and	  treatment	  of	  benefits	  as	  
wages	  creates	  complicating	  questions	  not	  involved	  with	  the	  wage	  subsidy	  program,	  such	  as:	  	  a)	  
treatment	  of	  withholding	  taxes,	  b)	  determining	  who	  is	  the	  actual	  employer,	  and	  c)	  determining	  
how	  benefits/wages	   are	   treated	   for	   charging	   unemployment	   insurance	   benefits	   claimed.	   	   But	  
the	  split	  also	  involves	  a	  more	  subtle	  issue.	   	  Employees	  hired	  in	  this	  program	  should	  be	  treated	  
largely	  the	  same	  whether	  they	  are	  receiving	  a	  wage	  subsidy	  or	  have	  been	  hired	  directly	  by	  the	  
employer.	  	  But	  they	  are	  not.	  
	  
We	   believe	   that	   both	   the	   hiring	   mandate	   and	   the	   two-‐payor	   system	   of	   wages	   will	   create	  
significant	   issues	   for	   employers	   in	   supporting	   Bridge	   to	   Work.	   	   The	   income	   split	   becomes	   a	  
bureaucratic	  nightmare	   for	  both	  employers	  and	  state	  agencies	  charged	  with	  administration	  of	  
the	  program.	  
	  
	  
5.	   The	  Administration	  proposals	   focus	  on	   the	   long-‐term	  unemployed,	   that	  
is,	   people	  who	  have	   already	   been	   out	   of	  work	   for	   over	   six	  months,	   and	  who	  
might	   have	   been	   out	   of	   work	   as	   long	   as	   two	   year.	   	   From	   an	   employer	  
perspective,	  and	  ultimately	  from	  the	  standpoint	  of	  what	  will	  work	  best	  to	  get	  
unemployed	  persons	  back	  to	  work,	  is	  that	  the	  right	  focus,	  or	  should	  more	  focus	  
be	   placed	   on	   people	   before	   they	   are	   long-‐term	   unemployed?	   	   In	   short,	   in	  
considering	   the	   challenges	   facing	   unemployed	   people	   like	  Ms.	   Deane,	   would	  
she	   be	   more	   likely	   to	   benefit	   from	   interventions	   now	   –	   when	   she	   is	   in	   her	  
fourth	  month	  of	  unemployment	  –	  or	  in	  three,	  ten	  or	  even	  20	  months	  from	  now,	  
that	  is,	  only	  after	  she	  has	  become	  a	  long-‐term	  unemployed	  person?	  
	  
RESPONSE:	  	  	  
It	   is	  generally	  accepted	  that	  the	  earlier	   in	  their	  claim	  sequence	  that	  claimants	  are	  targeted	  for	  
reemployment	  services,	  the	  better	  chance	  they	  have	  to	  gain	  reemployment.	  	  Ms.	  Deane,	  in	  the	  
fourth	   month	   of	   her	   claim,	   if	   not	   afforded	   the	   proper	   reemployment	   services,	   has	   greater	  



chance	  of	  becoming	  one	  of	  those	  in	  the	  next	  bubble	  of	  long	  term	  unemployed	  to	  be	  served	  and	  
remaining	  unemployed	  in	  the	  8th	  or	  12th	  month	  of	  a	  claim.	  	  	  
	  
The	  current	  proposal	  targets	  only	  those	  who	  already	  exhausted	  their	  regular	  UI	  benefits	  and	  are	  
drawing	  EUC.	  	  As	  such,	  it	  has	  the	  effect	  of	  delaying	  what	  should	  be	  done	  much	  earlier	  in	  a	  claim.	  	  
An	   ounce	   of	   prevention,	   in	   this	   case,	   would	   counsel	   for	   program	   availability	   at	   two	   to	   three	  
months,	  instead	  of	  at	  six	  to	  nine	  months	  or	  later.	  	  	  	  
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Question 1: 
In terms of cost effectiveness, I think that it would be best to concentrate on measures 
where the primary expenditure occurs post-employment.  This could be something like a 
wage subsidy, or even On-the-Job-Training, where the biggest cash outlay occurs only 
when the UI recipient is employed, no longer receiving benefits, and generating income 
and payroll taxes. 
 
 
Question 2: 
Temporary measures, especially those of a year or two, are more difficult for states to 
administer and businesses to access.  Each state has its own process for administering 
funds down to the county or city level, and then perhaps to vendors who will be 
delivering the programs.  This process can easily take months, which often puts local 
governments and their vendors in the position of having to spend a year’s budget in a few 
months.  This situation also is a disincentive to innovation, because local governments 
don’t have the time to develop new policies and programs that might be more effective 
than their current provision.  Also, while I understand the desire for these pots of money 
to not become permanent, a window of three to four years, at minimum, would be more 
effective. 
 
Question 3: 
The most effective programs at getting people back to work will be the programs that 
allow states and local governments the flexibility to tailor services that meet the needs of 
employers in their areas.  Employers have different needs and desires when it comes to 
working with these programs, and local governments must have the ability to form a 
menu of services to meet those needs. 
 
Question 4: 
I’ve never really understood the logic of basically waiting until somebody has been out of 
work a pretty long time before we think it’s time to really throw all our resources at them.  
A better argument could be made for prioritizing the short-term unemployed so that they 
have less chance of ever becoming long-term unemployed. 
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